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7KH FRQWURO RI ERDUG GLUHFWRU LQ IDPLO\ EXVLQHVV FDQEHGRQHE\ FRQFHQWUDWLQJ LQWHUHVW RU WKHSUHVHQFHRI IDPLO\
PHPEHULQWKHERDUGGLUHFWRU-DJJLHWDO7KHSUHVHQFHRIDGLUHFWRUZLWKIDPLO\WLHVJLYHVDKXJHEHQHILWIRU
WKHILUPV LQ6	3 WKLVFRXOGEHFDXVHGE\IDPLOLHV WKDWKDYHDEHWWHUXQGHUVWDQGLQJRI WKH ILUPDQGDVVXPHG
WKHPVHOYHVDV VWHZDUGV $QGHUVRQ	5HHE ,Q -DSDQ IDPLO\ ILUPVDOUHDG\RXWSHUIRUPHGQRQIDPLO\ ILUPV






















ZLWK IDPLO\PDQDJHPHQW $OORXFKH HW DO &KHQ &KDUEHOHW DO DQG 6FLDVFLD  VKRZHG D
SRVLWLYHUHODWLRQVKLSEHWZHHQIDPLO\PDQDJHPHQWDQGILUPSHUIRUPDQFHZKLOH%ORFNHWDOIRXQGWKDWIDPLO\
PDQDJHPHQWKDGDQDPELJXRXVHIIHFWRQILUPSHUIRUPDQFH,QDGGLWLRQ6FLDVFLD	0D]]ROD&XFFXOHOOLD	
0LFXFFL  DQG 0LUDOOHV0DUFHORHW DO  IRXQG WKDW IDPLO\ PDQDJHPHQW QHJDWLYHO\ LPSDFWHG ILUP
SHUIRUPDQFH
+)DPLO\0DQDJHPHQWDIIHFWVILUPSHUIRUPDQFHSRVLWLYHO\
2.2 Optimal Contracting Hypothesis and Executive Compensation 
([HFXWLYHFRPSHQVDWLRQLVRQHRIWKHSUREOHPVRIIDPLO\EXVLQHVV&RPSHQVDWLRQLVQDWXUDOO\UHODWHGWRWKHILUP
SHUIRUPDQFH6KDRHWDO-HQVHQ	0HFNOLQJ7KHUHODWLRQVKLSEHWZHHQFRPSHQVDWLRQDQGH[HFXWLYH
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FRPSHQVDWLRQFDQEHH[SODLQHGZLWKRSWLPDOFRQWUDFWLQJK\SRWKHVLV
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7DEOHH[SODLQVWKDWWKHDFFRXQWLQJSHUIRUPDQFH52$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ILUPZLWK IDPLO\PDQDJHPHQW LV ORZHU WKDQ WKHILUPZLWKRXW IDPLO\PDQDJHPHQW7KHVPDOOHU ILUPVL]HDQGILUP
OHYHUDJHVKRZWKDWILUPZLWKIDPLO\PDQDJHPHQWLQ,QGRQHVLDWHQGWRXVHDFRQVHUYDWLYHVWUDWHJ\WKDWDYRLGVULVNV,Q
DGGLWLRQWKHORZYDOXHRI7RELQ¶V4LQGLFDWHVORZPDUNHWYDOXHRIHTXLW\DQGLOOLTXLGLW\VKDUHVRIILUPZLWKIDPLO\
PDQDJHPHQW 7KXV WKLV UHVHDUFK ILQGV WKDW IDPLO\PDQDJHPHQW ILUP LQ ,QGRQHVLD WHQGV WR DYRLG ULVN WDNLQJ DQG
LOOLTXLGLW\ILUPVKDUHV)DPLO\EXVLQHVVKDVVHYHUDOFKDUDFWHULVWLFVVXFKDVFRQVHUYDWLYHVWUDWHJ\E\FRQVLGHULQJULVN
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SRVLWLYH UHODWLRQVKLS EHWZHHQ H[HFXWLYH FRPSHQVDWLRQ DQG ILUP SHUIRUPDQFH 2YHUDOO WKH UHVXOW RI WKLV VWXG\ LV




QHJDWLYH LQIOXHQFHV RQ 7RELQ¶V 4 7KHVH UHVXOWV LQGLFDWH WKDW IDPLO\ PDQDJHPHQW KDV QHJDWLYH LPSDFW RQ ILUP
SHUIRUPDQFH ,W LQGLFDWHV WKDW PRVW RI ,QGRQHVLDQ SXEOLF FRPSDQLHV DUH PDQDJHG E\ IDPLO\ PHPEHUV ZKR DUH
LQFRPSHWHQWDQGRSSRUWXQLVWLF LQ WKHILUPPDQDJHPHQW7KLVUHVHDUFKDOVRVKRZVHYLGHQFH WKDW ILUPVZLWK IDPLO\
PDQDJHPHQWWHQGWRDYRLGULVNWDNLQJDQGLOOLTXLGLW\VKDUHVRIWKHILUP
7KHH[HFXWLYHFRPSHQVDWLRQKDVDSRVLWLYHVLJQLILFDQWHIIHFWRQILUPSHUIRUPDQFHERWKLQ52$DQG7RELQ¶V4
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